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This useful book, written by Alistair Nolan of the OECD’s Local Economic and Employment Development Program, examines the main ways enterprise creation and development can impact local economies. It is an important subject given the enormous number of policies in developed and developing countries that promote entrepreneurship on economic and social grounds. The book follows on from the OECD report Fostering Entrepreneurship (1998), which helped raise the importance of supporting entrepreneurship, across many countries and particularly the European Union.

The book is set out clearly in two parts with a 23-page introduction and summary. Part I concerns evidence and the basis of policies, considering recent empirical evidence on the relationship between entrepreneurship and local and national economies, and on barriers to entrepreneurship, especially in disadvantaged communities. It then reviews the benefits of, and rationales for, policies to promote entrepreneurship concluding that while entrepreneurship is a critical component of local development, it is not a developmental panacea. Part II sets out policy recommendations on the design of relevant programs for national and local government and development agencies, together with some suggestions for further research. This raises a number of general and specific questions. Some of these revolve around: What is meant by entrepreneurship; Are there missing issues or evidence; What is the implicit or explicit theoretical context for policy recommendations; Are the policy suggestions appropriate? 

Differences in what is meant by entrepreneurship can often lead to confusion. There are many different perspectives on what the term means, each with profoundly different policy and theoretical implications. These perspectives include seeing entrepreneurship as: a function in the economy linked to innovation or resource allocation; a new business start-up; an owner-manager of a micro or small business; a set of personal characteristics, attributes or motivations (such as risk taking or being a “great leader”) or; a form of behaviour (which Peter Drucker, 1985, p. 49, suggests is “the purposeful and organised search for changes, and in the systematic analysis of the opportunities such changes might offer for economic or social innovation”).

It is also important to distinguish “entrepreneurship” from “entrepreneurs”. “Entrepreneur” normally means the private sector owner-manager of a micro/small firm or of a fast growing firm, or founder of a private business (although these perspectives need to be distinguished from each other when considering policies). Other “entrepreneurs” in the social sectors are often termed “social entrepreneurs” (including those setting up charitably based businesses often among disadvantaged communities); while those within larger private organizations can be termed “intrapreneurs”. The book also notes rightly that self-employment and entrepreneurs(hip) are not fully interchangeable, as conditions of many self-employed “differ little from those experienced by employees” (page 58).

On the other hand the term “entrepreneurship” has wider implications, which are only touched on in the book. For instance, entrepreneurial behavior can be important for the wider economy with entrepreneurship training potentially improving the performance of employees as well as those seeking immediately to start up a business. Similarly, entrepreneurial behavior in the social sectors may provide significant benefits to society and the economy. 

The book recognizes that the term entrepreneurship is an elusive concept. It briefly recognizes the behavioral perspective with entrepreneurship seen “as the act of identifying and seizing new business opportunities” (page 34, footnote 1). However, it concentrates explicitly on the start-up perspective as “The analytical focus is placed on the creation of autonomous new firms and the development of self-employed, micro and small enterprises, particularly during the early years of trading” (ibid.). This “definition” has some implications in limiting attention on some important issues mentioned above. However, there are advantages in restricting the focus of the book mainly towards persons starting up businesses, so as to prevent the recommendations becoming too all encompassing and too general.

Turning to missing evidence, the book claims to have gleaned insights, where relevant, from regional economics (page 10). Any writer must select carefully from the literature, so there are bound to be some studies that the reviewer felt should not have been omitted. Having said that the book does cover many of the most significant issues relating to entrepreneurship and local economic development. To take one example, in considering the merits of enterprise promotion, key issues such as displacement, deadweight, quality of jobs etc. are all covered (albeit in varying depth), in a form that is useful to both non-specialists and specialists (and future graduate students will no doubt be directed to them as an introduction). 

The book’s emphasize is on general principles and drawing lessons (page 10), so it is no surprise that most topics get a broad-brush treatment. This means that while the main points may be identified, detailed analysis is often limited and in a few cases this has resulted in almost token sections. Indeed the sections on lack of personal motivation and cultural obstacles warrant only 14 words each. The book also appears to be largely ahistorical, and it might have benefited from, for instance, tracing the rise and fall and rise of entrepreneurs over time in many countries (at least in the sense of the roles of small or new firms) and the dramatic changes in policy focus. Similarly some theoretical context for both the development of entrepreneurship and development of policies would be welcome to improve our understanding of these issues (without making the book into a dry tome).  

Policy recommendations, and their limitations, are clearly set out for national and local governments in Part II. After an overview, the main recommendations are set out under these headings; strategy; finance; program design; and a smaller section on policy-relevant research. The overview is a balanced account of the well-known argument whether to focus on new or on established and/or fast growth firms (page 121). In conclusion the author appears unwilling to come down on either side (although perhaps correctly so) by stating  “there are reasons why policy should in principle facilitate both high-quality start-up and support existing firms” (page 122). One point in the discussion of this debate that is relatively ignored is the role of opportunities in a local economy. The Scottish Enterprise Business Birthrate strategy is cited (although recent evidence questions its effectiveness in terms of generating new businesses, with one potential reason for low start up rates being suggested as the more limited local opportunities, compared, for example, to one located in a larger market. This is an under researched area, with policy implications for how to expand significant market opportunities in more disadvantaged regions. Another area that might warrant further research is the link between widening income distributions and greater numbers of start-ups or fast firm growth. As the book suggests, better evidence could lead to better policy.

The recommendations usually tie in to comments and evidence presented in earlier chapters (although the lack of an index is regrettable). For example, when discussing the rationale for policies, especially at the local level, the “importance of local flexibility in the design and implementation of policy” (page 91) is stated. While this is almost a “motherhood and apple pie” statement, it is useful that the book discusses how to integrate support (so as to avoid wasteful duplication and achieve economies of scale etc.) and also how to oversee and monitor local public provision to ensure that it is delivering high quality services and support (for instance in evaluating business incubators where business development, in terms of raising productivity and improving management, may be more important than short-term job creation (page 192). The book makes a very useful contribution by often asking the question “why” and unpacking the answer, for instance why are institutions often resistant to evaluation.

The book does need to be read as a whole as Part I has already has some recommendations. For example, the author clearly argues that support for existing social enterprise should essentially be the same as for profit-oriented firms (page 115). This may be broadly correct, although one needs to recognize the different motivation, operation and expertise on the board of directors, and the fundamentally different patterns of setting up such social enterprises.

In addition to what policies to carry out, there is a welcomed emphasize on how to develop, implement and monitor policies. Similar policies can have very different impacts in different areas due to the way they are implemented, who carries them out, local circumstances etc. This is worthy of much greater research and understanding, particularly in an era when local development policies appear often to be “sold” globally (and where imitation without understanding the real key criteria for success is often confused with “learning from others” or “following excellence”). There remains a pressing need for good quantitative (as well as qualitative) evaluations to help determine what differences policies to promote entrepreneurship have made.”

Overall, this is an excellent overview of the key issues concerning entrepreneurship and local economic development. While primarily aimed at the pragmatic policy makers, who will find it extremely valuable, it also has the rigor and breadth to interest researchers and students.
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